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SUBJECT: Targeted Tax Areal/ Authorizes Three New Desi gnati ons

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED _ February 26, 1999, STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

Under the Governnment Code, this bill would require the Trade and Comrerce Agency
(TCA) to designate three additional targeted tax areas (TTA). This bill would
specify that TCA coul d designate only communities that neet certain additional
criteria.

SUMVARY OF AMENDMENT

The April 21, 1999, anendnents increased the nunber of new TTAs fromone to three
and made various changes to the criteria that an area nust neet for designation
as di scussed below. The criteria changes resolved the policy consideration
addressed in the departnment’s analysis of the bill as introduced

February 26, 1999.

In addition, the amendnents renmpoved unnecessary | anguage that specified the TTA
woul d not be considered an enterprise zone. This change resol ved the

i npl enent ati on consi deration addressed in the departnent’s analysis of the bil
as introduced February 26, 1999. Oher than the discussion of “this bill,”
policy considerations, inplenmentation considerations, and revenue estimate, the
remai nder of the departnent’s prior analysis of the bill still applies.

SPECI FI C FI NDI NGS

This bill would require the TCA to designate three additional TTAs on or before
Decenmber 1, 2000.
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To qualify for designation as a TTA under this bill, a comunity nust neet at
| east five of the following six criteria:

1. Be a joint powers agency created by a county having a popul ation of |ess than
1 mllion on January 1, 1999, and a city with a population of |ess than 10, 000
on January 1, 1999.

2. Be located in a county with a natural resource-based econony that is
experiencing a decline because of |layoffs or |ack of enploynment opportunities
or both for specified reasons.

3. Have a percentage enrollnment rate for the federal Reduced and Free Lunch
Program of greater than 50% i n kindergarten through sixth grade.

4. Have an average unenploynment rate greater than 7.5%in either/both 1997 and/or
1998.

5. Have a nedian fam |y income not greater than $32, 700.

Once the TTA is designated, businesses operating in the new TTA would qualify for
all tax incentives allowed to businesses in the existing TTA. The designation
woul d be binding for 15 years.

| npl ement ati on Consi derati ons

I mpl ementing this bill would require some changes to existing tax forms and
instructions and i nformation systens, which could be acconplished during the
normal annual update.

TAX REVENUE ESTI MATE

The revenue | osses fromthe amendments of this bill increasing the designation
fromone to three additional TTAs are as foll ows:

Esti mat ed Revenue | npact of AB 1192
Ef fecti ve After Decenber 31, 1999
(In MI1ions)
1999-0 2000-1 2001-2
Negligible * -%$0.5 - $3
* Less than $250, 000

Thi s anal ysis does not consider the possible changes in enploynent, personal
i ncone, or gross state product that could result fromthis measure.

REVENUE ESTI MATE DI SCUSSI ON

This estimate differs fromthat contained in the departnent’s prior analysis of
the bill to allow for the additional two TTAs. This estimate reflects an
increase in the second fiscal year 2000-1 frommnor [oss (loss |ess than

$500, 000) to a loss of $500,000 and an increase in the third fiscal year 2001-02
froma loss of $1 mllion to a loss of $3 mllion. The first fiscal year 1999-0
remai ned the sane.

Revenue | osses under the Personal |ncone Tax Law and the Bank and Corporation Tax
Law primarily woul d depend on the nunber of businesses in the TTAs that woul d
purchase qualified property subject to the sales tax, the anpbunt of wages paid to
gual i fi ed enpl oyees, and the relevant state tax liabilities of enployers claimng
tax benefits.
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Because the effectiveness of a new TTA i s unknown and the potential exists for
significant businesses to locate in such an area, the average revenue |oss of $1
mllion per area per year has been used. It is not known what, where, or when
pl ans or devel opnent woul d begin. Because this bill targets three small areas
(counties with population of less than $1 mllion), it is anticipated that
revenue | osses nost likely would be below the average in the first years of
designation. Allowance is nmade in future years for businesses that m ght start

up.



